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SACRAMENTO UPDATE

Medi-Cal Hospital Financing

Today, the Disproportionate Share Hospital (DSH) Task Force, of which the County is a
member, met with representatives of the California Health and Human Services Agency
and the California Department of Health Services to further discuss the Administration’s
proposed changes to Medi-Cal supplemental payments to safety net hospitals. The
DSH Task Force presented the attached letter to the Administration. The letter
indicates that the proposed new hospital financing approach may weaken Medi-Cal
funding to safety net hospitals by at least $530 million according to a preliminary
analysis by the California Association of Public Hospitals. In response, the
Administration is seeking to validate the findings of this preliminary analysis and discuss
its conclusions at a future meeting.

Pursuit of County Position on Legislation

Longer Combination Vehicles (Triple-Trailers). AB 3048 (Oropeza), SB 1210
(Torlakson), and SB 1793 (McPherson) have been amended to delete their original
subjects and substitute identical intent language into each bill that would explore
alternate financing and delivery methods for transportation projects, including design-
build, design sequencing, and various forms of private financing. It is our understanding
that these bills will be sent to a conference committee where, as part of a conference
report, language may be included to authorize the use of Longer Combination Vehicles
(LCV), also known as triple-trailers.
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LCV trucks are defined as having a combined vehicle weight greater than 80,000
pounds, or a truck-tractor with three trailers, or a truck-tractor with at least two trailers
when at least one trailer is longer than 29 feet.

On August 19, 1997, the Board of Supervisors adopted an oppose position on the
California Trucking Association’s Demonstration Proposal to Congress for a project to
allow triple-trailer trucks on California highways. On May 7, 2003, the County supported
SJR 7 (Karnette) which requested the President and Congress to maintain the present
Federal restrictions on truck lengths and weights included in TEA 21, and to resist any
changes in subsequent legislation. Consistent with these prior Board actions to oppose
proposals allowing larger combination vehicles to operate in California, our
Sacramento advocates will oppose any legislation which would increase the size
or weight of combination vehicles.

AB 3048 passed the Senate Transportation Committee on June 30, 2004 by a vote of
11 to 0, and will go to the Senate Appropriations Committee. SB 1210 and SB 1793
were withdrawn from the Assembly Appropriations Committee and sent to Assembly
third reading on June 29, 2003.

Status of County-Interest Legislation

On June 28, 2004, provisions similar to those in County-opposed AB 2300 (Dymally)
were amended into AB 1927 (Dymally), which would require hospitals to annually
review the use of, and consult with, professional, technical, and support staff through
their recognized bargaining agents, and to revise staffing as needed to provide safe and
adequate patient care. This revision of staffing would be in addition to compliance with
the minimum licensed nurse-to-patient ratios established by regulations implementing
AB 394 (Kuehl) of 1999. Consistent with County opposition to AB 2300, our
Sacramento advocates will now oppose AB 1927.

County-supported AB 2446 (Montanez), which would expand the list of projects
eligible for joint-use bond funding to include parks, recreation centers, cultural arts
centers, technology centers, health clinics, and athletic fields, was amended on
June 30, 2004 to reduce the facilities that might be eligible for grants, from those that
are within two miles of a school site, to those that are adjacent to a school site, and to
make gymnasiums, libraries, multipurpose-room child care facilities, and teacher
education projects a priority for grants, if applications exceed the funds available. The
Department of Parks and Recreation reports that, while these amendments narrow the
benefits of the bill, the County should continue to support AB 2446.

County-neutral, AB 2666 (Maldonado), which would change the method used to
allocate funds generated from a special off-highway vehicle (OHV) registration fee
to counties and cities, was passed by the Senate Committee on Transportation on
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June 30, 2004, by a vote of 11 to 0, and re-referred to the Senate Committee on

Appropriations.

We will continue to keep you advised.

DEJ:GK

MAL:JF:DRS:JL:M5:ib

Aftachment

c: Executive Officer, Board of Supervisors
County Counsel
Local 660
All Department Heads
Legislative Strategist
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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S. Kimberly Beishé
Secretary
HealthandHumanServicesAgency
1600Ninth Street,Room460
Sacramento,CA 95814

DearSecretaryBelshé:

This letteraccompaniesapreliminaryanalysisof the impacton safetynethospitalsof thestate’s
draft hospitalfinancing proposal.Thepresentation,developedby theCaliforniaAssociationof
PublicHospitalsandHealthSystemsandtheDisproportionateShareHospital(DSI-l) Task
Force,concludesthat theproposalas currentlyoutlinedwould createa shortfall for these
institutionsofat least$530 million, comparedto today’sfunding. This estimateis dependenton
a seriesof assumptionsandcould changesignificantly baseduponseveralfactorsthat are
enumeratedbelow, potentially wideningthegapto beyond$1 billion.

Before addressingthespecific technicaldetails,we would like to reiterateourcommitmentand
willingnessto work with the stateof California to achieveourmutualgoalofstability for the
safetynet. Clearly, thestatusquo is not acceptableandsafetynet institutionstodayare facing
fiscal crisesbroughton by therise in uninsuredpatients,the increasingcostsofdeliveringhealth
careand dwindling governmentsupport. Improvingthesecircumstanceswill takechangesin
public policy, andwe are eagerandableto participatein thecrafting of a vibrantfuture for
California’shealthcaresystem.

Wehavedemonstratedthis posturethroughouttheMedi-Calredesignprocess,by participatingin
thestakeholdermeetings,workingdirectly with theDepartmentof I-Iealth Services(DHS)and
theHealthandHumanServicesAgency andpresentingourownideasaswell asproviding
detailedfeedbackto theadministrationon severalaspectsof theplanto restructureMedi~Cal.In
particular,on thehospitalfinancingproposal,therehavebeena numberof collectiveand
individualgroupdiscussionsbetweenCharlesMiller, DHS andrepresentativesfrom eachof the
DSH TaskForcemembers.TheDSH TaskForcealsoprovidedasubstantivelist of questionsto
theAgencyon May 21, which is attachedfor yourconvenience.

In evaluatingthestate’scurrentfinancingproposal,westresstheneedto ensurethat any new
fundingmechanismachievestwo fundamentals— a guaranteethat existing funding levelsare
assuredandimperviousto challenge,andthatthereis room,opportunityandamechanismfor
growth.Thehospital financingproposalpresentsareal opportunityto stop thepersistent
unravelingof thesafetynet, or to quickenits demise.A majorfinancialoverhaulof a$2 billion
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system,asenvisioned,rcquiressignificantnegotiationswith all safetynet institutionsaswell as
substantialstatutorychangesthat cannotnecessarilybe achievedwitlun the proposedtime frame.

As public andprivate institutionsthatarestewardsof county,state~~indfederalmoney,we
considerit crucial to engagefully in the fiscal andpublic policiesthat detenninethe state’s
healthcaresystem.Thatis arole we haveplayedconsistently,andpledgeto continue.Partof
that function includesprovidingtechnicalassistanceandexpertise,aswell aspolitical advocacy
to ensurethat thestate’spoliciessupport thesafetynetand allow it to continueto do theessential
work ofproviding healthcarefor millions of Californians,including but not limited to the6.6
million Medi-Calbeneficiariesand6.4 million uninsured.

Therearesomekey issuesthat currentlyconfrontus. Foremostis theoverall Medi-Calredesign
process,an endeavorwhosebroadscaleandtight timeline holds thepotential to destabilizethe
safetynet,andimperil thehealthcareof millions of California’s neediestresidents,if themajor
undertakingsconsideredare not studiedandevaluatedproperly.

Indeed,thehospitalfinancingplanmustbe consideredin conjunctionwith thelargerMedi-Cal
restructuringproposal.For instance,theexpansionof Medi-Calmanagedcareandtheexpected
disenrollmentresulting from theimpositionof additionalco-paymentsanddeductibleswould
havea direct impacton both thestate’sfiscal goalsandpatients’accessto care.

Paramountamongourconcernsis thepossibility that thestatewill pursuemovingtheaged,blind
anddisabled(ABD) Medi-Cal populationinto managedcare.This actionwould destabilize
safetynet financing underboth thestatusquo andthenewfinancingproposal.This shift doesnot
appearin thestate’scurrentfinancingproposal,but remainsa statedgoalof Medi-Calredesign,
which we find troubling. It is also apivotal factorin determiningtheperformanceof thenew
hospitalfinancingproposal,andis critical to thefuture viability of thesafetynet.

Our preliminaryanalysisof theproposalcouldswingsignificantly, pushingtherangeof impact
above$1 billion, dependingon theresolutionof severaloutstandingissues.Theseinclude:

- Thescopeof allowablecostsandcostfinding methodologiesfor determiningCPEs
- Different CPEcostfinding methodologyfor DSH payments
• Statusandscopeof plans for ABD in managedcareandthe relatedimpacton hospital

costs,andcost-findingmethodologiesfor public andprivatehospitals
• Treatmentof costsrelatedto servingtheundocumented
• A five-yearprojectionof thestate’splan,including theimpacton a facility-specific basis
• Roleof supplementalpayments“above” costsandthecomputationofMedi-CalUPL
• Theimpacton the UniversityofCaliforniasystem,which is currentlynot includedin our

analysis
• Maintainingthecurrentlevel of Medicaidpaymentsto safetynethospitals
• Structuralelementsthat allow additionalstatefunding

We look forwardto thecompletionof theanalysisunderwayby Mr. Miller. Until then,weoffer
ourpreliminaryevaluationof thehospitalfinancing proposal,in hopesthat it canhelpfocus
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attentionon someof the key areasthat mustbe addressedbeforea restructuringofCalifornia’s
hospital financingcan be successful.

Sincerely,

California HealtheareAssociation CaliforniaChildren’sHospitalAssociation

1 1

California Associationof PublicHospitals PrivateEssentialAccessCommunity
andHealthSystems Hospitals

Los AngelesCounty Universityof California
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Attachments

cc: David Topp,AssistantSecretary,HITS
SandraShewry,Director,Departmentof HealthServices
Tom McCaffrey, ChiefDeputyDirector,Departmentof HealthServices
StanRosenstein,DeputyDirector,Medical CareServices,Departmentof HealthServices


